
COMMONWEALTII OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COMMISSION 
* * * * 

In the Matter of: 

"HE NOTICE OF PURCHASED GAS ) 
ADJUSTMENT FILING OF CAPITOL ) CASE NO. 6741-A 
O I L  AND GAS COMPANY 1 

O R D E R  

On F e b r u a r y  21, 1078, t h e  Commission issued its F i n a l  O r d e r  i n  

Case No. 6741 a p p r o v i n g  c e r t a i n  ra tes  a n d  p r o v i d i n g  u n d e r  c e r t a i n  

c o n d i t i o n s  for t h e  f u r t h e r  adjus tment  of such rates when the 

w h o l e s a l e  cost of gas is  i n c r e a s e d  or decreased. 

On N o v e m b e r  9,  1978, t h e  P r e s i d e n t  of t h e  U n i t e d  States s i g n e d  

i n t o  l a w  t h e  Natural  Gas P o l i c y  A c t  of 1978, w h i c h  es tabl ished 

s i g n i f i c a n t l y  h ighe r  rates for p r o d u c e r s  of c e r t a i n  categories of 

n a t u r a l  gas. This federzl l e g i s l a t i o n  a l l o w s  p r o d u c e r s ,  a f te r  proper 

application, t o  c l a s s i f y  c e r t a i n  gas w e l l s  as " s t r i p p e r "  w e l l s  and 

i n c r e a s e  t h e  cost o f  t h e  gas produced .  Once  t h e  F e d e r a l  Energy 

R e g u l a t o r y  Commission, ( E ' E R C ) , , c l a s s i f i e s  t h e  p r o d u c e r s ' s  w e l l  as 

a "stripper" w e l l  and t h e  p r o d u c e r  increases t h e  cost  of g a s  t o  t h e  

d i s t r i b u t i o n  company, s t a t e  Commissions m u s t ,  i n  t u r n ,  allow the 

d i s t r i b u t o r s  t o  pass t h e i r  i n c r e a s e d  costs o n  t o  t h e i r  c u s t o m e r s  by 

a d j u s t i n g  t h e  basic rates. 

On J u n e  18, 1980, t h e  A p p l i c a n t ,  Cap i to l  O i l  and  G a s  Company 

( C a p i t o l  O i l ) ,  n o t i f i e d  t h e  Commission t h a t  i ts  w h o l e s a l e  cost of 

gas would be i n c r e a s e d  by o n e  of its s u p p l i e r s ,  Cap i to l  P roduc ing  

Company ( C a p i t o l ) ,  effect ive J u l y  15, 1980. T h i s  i n c r e a s e  is in 

t h e  amount o f  $251,393 p e r  y e a r  o r  $0.79 p e r  MCF based  on e s t i m a t e d  

gam purchased  for twelve (12) months ending D e c e m b e r  31, 1979. 

On July 10, 1980, t h e  Applicant n o t i f i e d  t h e  Commission of an 

i n c r e a s e  due  t o  S e v e r e n c e  Tax as provided i n  S u b c h a p t e r  H, p a r t  271, 

S u b p a r t  3271.1100, of t h e  F E R C ' s  regula t ions  a d o p t e d  u n d e r  t h e  N a t u r a l  

Gas P o l i c y  A c t  of 1978. T h i s  i n c r e a s e  is n e c e s s i t a t e d  by a c t i o n  of the 

1978 Kentucky General Asst?mbly i n  e n a c t i n g  House B i l l  968 effective 

June 1, 1980. T h i s  i n c r e a s e  is in t h e  amount of $0.09225 per MCF. 



A f t e r  r e v i e w i n g  this e v i d e n c e  of record and b e i n g  a d v i s e d ,  

t h e  Commission is of t h e  o p i n i o n  and  f i n d s :  

1. That  t h e  grm w e l l  b e l o n g i n g  t o  t h e  A p p l i c a n t ' s  s u p p l i e r  

C a p i t o l  h a s  been classjfied as a " s t r i p p e r "  w e 1 4  by t h e  FERC and t h a t  

C a p i t o l  has increased t h e  w h o l e s a l e  cost of g a s  and said i n c r e a s e  

became e f f e c t i v e  J u l y  15, 1980. 

2. That  t h e  A p p l i c a n t  has r e c e i v e d  an  increase due to severence 

tax in t h e  amount of $0.09225 per MCF e f f e c t i v e  June 1, 1980. 

3. That  t h e  A p p l i c a n t ' s  a d j u s t m e n t  i n  rates unde r  the 

Purchased  Gas Adjustment  C l a u s e  approved  by t h e  Commission i n  its 

Order i n  C a s e  No. 6741 dated Februa ry  21,  1980, are fair, j u s t  and 

reasonable and in t h e  p a b l i c  i n t e r e s t  a n d  s h o u l d  be a l l o w e d  t o  be 

e f f e c t i v e  w i t h  gas s u p p l i e d  on and  after the date t h e  Increased cost 

of w h o l e s a l e  gas bec0me.s e f f e c t i v e .  

IT IS THEREFORE ORDERED, t h a t  t h e  rates i n c l u d i n g  t h e  p roposed  

Purchased  G a s  Adjustmen: s o u g h t  by t h e  A p p l i c a n t  be and t h e  same are 

hereby  approved  t o  be e f f e c t i v e  w i t h  gas b i l l e d  on and a f t e r  t h e  date 

t h e  i n c r e a s e d  cost  of w h o l e s a l e  gas becomes e f f e c t i v e ,  as set  o u t  i n  

Appendix "A" a t t a c h e d  h e r e t o  and  made a part h e r e o f .  

IT IS FURTHER ORKlERED, t h a t  f o r  t h e  pu rpose  of the future 

a p p l i c a t i o n  of t h e  P u r c t a s e d  Gas Adjustment  C l a u s e  of A p p l i c a n t  t h e  

Base Rate f o r  p u r c h a s e d  gas s h a l l  be: 

Demand Commodity 

H o l l y  Creek 
C a p i t o l  P roduc ing  Company 

$0.17 
2.519 

IT IS FURTHER ORDERED, t h a t  t h e  information f u r n i s h e d  t h i s  

Commission by the A p p l i c a n t  c o n s t i t u t e s  f u l l  compl iance  w i t h  t h e  

~ m i s s i a n ' s  Order i n  C a s e  No. 6741 and  any other i n f o r m a t i o n  

o r d i n a r i l y  r e q u i r e d  t o  be filed under t h e  Commission's R u l e s  is 

hereby  waived.  
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IT IS FURTHER ORDERED, t h a t  w i t h i n  t h i r t y  ( 3 0 )  days after 

tae date of the Order, Applicant shall file with this Commission 

its r e v i s e d  tariff sheets setting o u t  t h e  rates approved h e r e i n .  

Done at Frankfoj-t, Kentucky, tq,@ 10th day of September, 1980. 

ATTEST: 

Secretary 



APPENDIX "A" 

APPENDIX TCI AN ORDER OF THE ENERGY REGULATORY 
COMMISSION IN CASE NO. 6 7 4 1 - A  DATED SEPTEMBER IO, 1980. 

The f o l l o w i n g  r a t e s  are p r e s c r i b e d  for t h e  customers i n  t h e  

area served by Capi to l  O i l  and Gas Company. A l l  other rates and 

charges n o t  specifically mentioned h e r e i n  s h a l l  remain the same 

as t h o s e  i n  effect under author i ty  of t h e  Commission prior t o  the 

d a t e  of this Order. 

RATES: Monthly 

First 2 MCF 

. Over 2 MCF 

$ 3.386 per MCF 

3.386 per MCF 

The minimum monthly charge is  $5.00 which e n t i t l e s  the 

. customer to  less than 2 MCF of gas. 


